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SECOND REGULAR SESSION
HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE BILL NOS. 1509 & 1510

91ST GENERAL ASSEMBLY

Reported from the Committee on Urban Affairs, March 18, 2002, with recommendation that the House Committee Substitute for
House Bill Nos. 1509 & 1510 Do Pass.

TED WEDEL, Chief Clerk
3954L.02C

AN ACT

To repeal sections 86.370, 86.398, 86.447, 86.600, 86.671, and 86.745, RSMo, and to enact in
lieu thereof eleven new sections relating to police retirement systems.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Sections 86.370, 86.398, 86.447, 86.600, 86.671, and 86.745, RSMo, are
repeal ed and eleven new sectionsenactedinlieu thereof, to beknown assections 86.370, 86.374,
86.398, 86.434, 86.444, 86.447, 86.600, 86.611, 86.665, 86.671, and 86.745, to read asfollows:

86.370. The following words and phrases as used in sections 86.370 to 86.497, unless
adifferent meaning is plainly required by the context, shall have the following meanings, and
the use of masculine gender shall include the feminine:

(1) "Accumulated contributions®, the sum of al amounts deducted from the
compensation of amember and paid to the retirement board, together with all amounts paid to
theretirement board by amember or by amember's beneficiary, for the purchase of prior service
credits or any other purpose permitted under sections 86.370 to 86.497;

(2) "Beneficiary”, any person in receipt of pension or other benefit as provided in
sections 86.370 to 86.497;

(3) "Board of police commissioners', any board composed of police commissionersand
any other officials or boards authorized by law to employ and manage an organized policeforce
in the cities,

(4) "City" or "cities", any city which now hasor may hereafter have a popul ation of more
than three hundred thousand and less than seven hundred thousand inhabitants;

EXPLANATION — Matter enclosed in bold faced brackets[thus] in thisbill isnot enacted and isintended
to beomitted in the law.
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(5) "Compensation”, whenever used in connection with membersof thepoliceretirement
system created by sections 86.370 to 86.497, and whether used solely or as part of another
defined term, the regular compensation which amember would earn during oneyear onthebasis
of the stated compensation for hisrank and position, and therefore excluding any overtime pay,
meal and travel expenses, uniform or other clothing alowances, any sick leave or vacation
entitlements accrued from prior years, college incentive or skill incentive allowances and any
other allowances available only to particular individuals and not a part of the base stated
compensation for all persons holding the given rank and position; but notwithstanding the
foregoing, compensation for any year for any member shall not exceed the amount
permitted to betaken into account under Section 401(a)(17) of thelnternal Revenue Code
as applicable to such year;

(6) "Creditable service", prior service plus membership service as provided in section
86.423;

(7) "Fina compensation”, the average annual compensation of a member during his
service if less than two years, or the twenty-four months of his service for which he or she
received the highest salary whether consecutive or otherwise. In computing the average annual
compensation of amember under this subdivision, no compensation received for servicewhich
occurred after thethirtieth full year of membership service and no compensation attributable to
any time a member was suspended from service without pay shall be included. For any period
of timewhen amember ispaid on afrequency other than monthly, the member's salary for such
period shall be deemed to be the monthly equivalent of the member's annua rate of
compensation for such period;

(8) "Fiscal year", thefiscal year of the cities;

(9) "Internal RevenueCode" , the United States| nter nal Revenue Code of 1986, as
amended;

(10) "Medical board", not |essthan one nor more than three physicians appointed by the
retirement board to arrange for and conduct medical examinations as directed by the retirement
board,

[(10)] (11) "Member", amember of the police retirement system as defined in section
86.380;

[(12)] (12) "Membership service", al servicerendered asapoliceman for compensation
after June 15, 1946, excluding all probationary service of six months or less served prior to May
1,1951;

[(12)] (13) "Pension™, annual paymentsfor life, payablemonthly, beginningwiththedate
of retirement and ending with death; if thetotal of such monthly payments plus benefits pursuant
to section 86.447 islessthan the total of the member's accumulated contributions, the excess of
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such accumulated contributionsover thetotal of such monthly paymentsshall bepaidinonesum
to the beneficiary named by the member;

[(13)] (14) "Pension fund", the fund resulting from contributions made thereto by the
citiesaffected by sections 86.370 to 86.497 and by the members of the policeretirement system;

[(14)] (15) "Policeman", entitled to membership in the police retirement system created
by sections 86.370 to 86.497, is an officer or member of the police department of the cities
employed for compensation by the boards of police commissioners of the cities for police duty
and includes the chief of police, lieutenant colonels, majors, superintendents, captains,
lieutenants, sergeants, corporals, detectives, patrol men, supervisors, technicians, radio operators,
radio dispatchers, jail ers, and matrons, but doesnot include any police commissioner or members
of thepolicereserve corps, or special officersappointed to serveat el ections, or temporary police
appointed at school crossings or special officers appointed to serve during emergencies, or
anyone employed in a clerical or other capacity not involving police duties; except that any
policeman as herein defined, who is assigned to the performance of other duties for the police
departments of the cities, by reason of personal injury by accident or disability arising out of and
in the course of his employment as a policeman, shall be and remain a member of the police
retirement system without regard to the duties performed under such assignment; in case of
dispute as to whether any person is a policeman qualified for membership in the retirement
system, the decision of the board of police commissioners shall be final;

[(15)] (16) "Retirement board", the board provided in section 86.393 to administer the
retirement system;

[(16)] (17) "Retirement system”, the police retirement system of the citiesasdefined in
section 86.373.

86.374. 1. The retirement board shall administer this retirement system in a
manner as to retain at all times qualified status under Section 401(a) of the Internal
Revenue Code, and shall adopt aspolicy, which shall constitutea part of the system under
sections86.370t086.497, any provisionsthat may becomerequired to maintain such status
provided that:

(1) The board shall not adopt any policy that would impose an increase in the
contributionsrequired of the applicable city without the consent of the city; and

(2) Any policy adopted by the board in contravention of any provision in the
statutes shall remain valid only until the close of the next regular session of the general
assembly that convenes after the adoption of the policy, unlessthe statutes are amended
during the session to adopt and incor por ate the policy within the statutes.

2. Theretirement board shall hold in trust the assets of thisretirement system for
theexclusive benefit of the membersand their beneficiariesand for defraying reasonable
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administrative expenses of the system. No part of the assetsshall, at any timeprior tothe
satisfaction of all liabilitieswith respect to membersand their beneficiaries, beused for or
diverted to any purpose other than such exclusive benefit or to any purpose inconsistent
with sections 86.370 to 86.497.

3. Amember'sbenefit shall beonehundred per cent vested and nonfor feitableupon
the member's attainment of normal retirement age, which shall bethe earlier of:

(1) Completing of twenty-five years of service;

(2) Agesixty if the member hascompleted at least ten years of creditable service;

(3) Ageseventy without regard to years of service; or

(4) Totheextent funded, upon the termination of the system established under
sections 86.370 to 86.497 or any partial termination that affects the member or any
complete discontinuance of contributions by the city to the system.

Amountsrepresentingforfeited nonvested benefitsof terminated member smay not beused
to increase benefits payable from the system but may be used to reduce contributionsfor
future plan years.

4. Distribution of benefitsshall begin not later than April first of theyear following
thecalendar year duringwhich themember becomesseventy and one-half year sof ageand
shall otherwise conform to Section 401(a)(9) of the Internal Revenue Code.

5. A member or beneficiary of a member shall not accrue a service retirement
annuity, disability retirement annuity, death benefit, whether death occursin theline of
duty or otherwise, or any other benefit under sections 86.370 to 86.497 in excess of the
benefit limitsapplicabletothefund under Section 415 of thelnternal Revenue Code. The
retirement board shall reduce the amount of any benefit that exceeds those limits by the
amount of the excess. If thetotal benefits under thisretirement system and the benefits
and contributionstowhich any member isentitled under any other qualified plan or plans
maintained by the board of police commissioners that employs the member would
otherwiseexceed theapplicablelimitsunder Section 415 of thel nternal RevenueCode, the
benefitsthemember would other wisereceivefrom thisretirement system shall bereduced
to the extent necessary to enable the benefits to comply with Section 415 of the Internal
Revenue Code.

6. Thetotal salary taken into account for any purpose for any member of this
retirement system shall not exceed two hundred thousand dollars per year, subject to
periodic adjustments in accordance with guidelines provided by the United States
Secretary of Treasury, and shall not exceed such other limitsas may be applicable at any
given time under Section 401(a)(17) of the Internal Revenue Code.
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7. 1If the amount of any benefit is to be determined on the basis of actuarial
assumptionsthat arenot otherwisespecifically set forth for that purposein sections86.370
to 86.497, the actuarial assumptions to be used are those earnings and mortality
assumptions being used on the date of the determination by the retirement system's
actuary and approved by theretirement board. Theactuarial assumptionsbeing used at
any particular timeshall be attached as an addendum to a copy of theretirement system
that ismaintained by theretirement board and shall betreated for all purposesasa part
of sections86.370t086.497. Theactuarial assumptionsmay be changed by theretirement
system'sactuary at any timeif approved by ther etirement board, but achangein actuarial
assumptionsshall not result in any decrease in benefits accrued as of the effective date of
the change.

8. Any member or beneficiary whoisentitled toreceiveany distribution that isan
eligiblerollover distribution, asdefined by Section 402(c)(4) of thelnter nal Revenue Code,
isentitled to havethat distribution transferred directly to another eligibleretirement plan
of the member's or beneficiary's choice on providing direction to the secretary of this
retirement system regarding that transfer in accordance with procedures established by
theretirement board.

9. For all distributions made after December 31, 2001:

(1) For thepurposesof subsection 8 of thissection, an eligibler etirement plan shall
also mean an annuity contract described in Section 403(b) of the Internal Revenue Code
and an eligible plan under Section 457(b) of the Internal Revenue Code which is
maintained by a state, political subdivision of a state, or any agency or instrumentality of
a state or political subdivision of a state and which agrees to separately account for
amountstransferred into such plan fromthisretirement system. Thedefinition of eligible
retirement plan shall also apply in the case of a distribution to a surviving spouseor to a
spouse or former spouse who isthe alternate payee under a qualified domestic relations
order, asdefined in Section 414(p) of the Internal Revenue Code; and

(2) For thepurposesof subsection 8 of thissection, aportion of adistribution shall
not fail tobean eligiblerollover distribution merely becausethe portion consistsof after-
tax employee contributions which are not includable in gross income. However, such
portion may be paid only to an individual retirement account or annuity described in
Section 408(a) or 408(b) of the Internal Revenue Code, or to a qualified defined
contribution plan described in Section 401(a) or 403(a) of the Inter nal Revenue Codethat
agreesto separately account for amountsso transferred, including separ ately accounting
for the portion of such distribution that isincludable in grossincome and the portion of
such distribution that is not includable.
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86.398. 1. Theretirement board may purchasewith retirement system assetsfrom
one or moreinsurerslicensed to do businessin this state one or more insurance policies
that providefor reimbursement of thisretirement system and any trustee, member of the
retirement board, officer, or employee of the retirement system for liability imposed or
damages because of an alleged act, error, or omission committed in the trustee's, board
member's, officer's, or employee's capacity as a fiduciary, officer, or employee of the
retirement system and for costsand expenses, includingattor ney feesincurred asatrustee,
board member, officer, or employee in defense of a claim for an alleged act, error, or
omission, aslong astheinsurance policy doesnot providefor reimbur sement of atrustee,
board member, officer, or employeefor liability imposed or expensesincurred because of
thetrustee's, board member's, officer's, or employee'sper sonal dishonesty, fraud, lack of
good faith, or intentional failureto act prudently.

2. If theinsurance coverage described in subsection 1 of thissection isinsufficient
or isnot in effect, the retirement board may indemnify any person who was or is a party or is
threatened to be made aparty to any threatened, pending or compl eted action, suit or proceeding,
whether civil, criminal, administrative or investigative, by reason of thefact that [he] theper son
isor was amember of the retirement board, or is or was serving at the request of the retirement
board in the capacity which caused [his] the person's relationship to such action, suit or
proceeding, against expenses, including attorneys fees, judgments, fines and amounts paid in
settlement actually and reasonably incurred by [him] the per son in connection with such action,
suit or proceeding, if [he] the per son acted in good faith and without willful malfeasance, and,
with respect to any criminal action or proceeding, had reasonable cause to believe [his] the
person's conduct was lawful. The termination of any action, suit or proceeding by judgment,
order, settlement, conviction or upon a plea of nolo contendere or its equivalent, shall not, of
itself, create a presumption that the person did not act in good faith, or, with respect to any
criminal action or proceeding, that [he] such person did not have reasonable cause to believe
that [his] the relevant conduct was lawful.

[2.] 3. To the extent that a member of the retirement board has been successful on the
merits or otherwise in defense of any action, suit or proceeding referred to in [subsection]
subsections 1 and 2 of this section, or in defense of any claim, issue or matter therein, [he] the
per son shall beindemnified against expenses, including attorneys fees, actually and reasonably
incurred [by him] in connection with the action, suit or proceeding that are not cover ed by the
insurance described in subsection 1 of this section.

[3.] 4. Any indemnification under [subsection 1 of] this section, unless ordered by a
court, shall be made by the retirement board only as authorized in each specific case upon a
determination that indemnification of [a member of the retirement board] any person
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potentially entitled toindemnification hereunder isproper in the circumstances because [he)
the person has met the applicable standard of conduct set forth in this section. The
determination shall be made by the retirement board by a majority vote of a quorum consisting
of members of the retirement board who are not parties to the action, suit or proceeding, or if
such aquorum is not obtainable, or even if obtainable aquorum of disinterested members of the
retirement board so directs, by independent legal counsel in a written opinion. Such legal
counsel may but need not be counsel to the retirement system.

[4.] 5. Expensesincurred in defendingacivil or criminal action, suit or proceeding may
be paid by the retirement board in advance of the final disposition of the action, suit or
proceeding as authorized by the retirement board in the specific case upon receipt of an
undertaking by or on behalf of the [ member of theretirement board] per son potentially entitled
toindemnification her eunder torepay such amount unlessit shall ultimately be determined that
[he] theper sonisentitled to beindemnified by theretirement board asauthorized in thissection.

86.434. 1. Any member entitled to commence a pension pursuant to section 86.433
with twenty-six year sor mor eof creditableservicemay elect an optional distribution under
the partial lump-sum option plan provided in this section if the member:

(1) Notifiesthe retirement system in writing of the member's retirement date at
least ninety daysin advance and requestsan explanation of the member'srights pur suant
to this section; and

(2) Notifiestheretirement system of the member'selection at least thirty daysin
advance of theretirement date.

Following thereceipt of an initial notice of amember'sretirement dateand request for an
explanation pursuant to thissubsection, theretirement system shall, at least sixty daysin
advance of the retirement date, provide the member with a written explanation of the
member'srightspursuant tothissection and of theamount by which themember'sregular
monthly base pension would bereduced in the event of the member'selection of any of the
options available to the member pursuant to this section.

2. A member entitled to make an election pursuant to this section may elect to
receive a lump-sum distribution with the member's initial monthly pension payment
pursuant to section 86.433, subject to all thetermsof thissection. The member may elect
theamount of themember'slump-sum distribution from one, but not mor ethan oneof the
following options for which the member qualifies:

(1) A member with twenty-six or moreyear sof creditableservicemay elect alump-
sum amount equal to twelve times the initial monthly base pension the member would
receiveif no election were made under this section;
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(2) A member with twenty-seven or more years of creditable service may elect a
lump-sum amount equal to twenty-four timestheinitial monthly base pension the member
would receive if no election were made pursuant to this section; or

(3 A member with twenty-eight or more years of creditable service may elect a
lump-sum amount equal to thirty-six timestheinitial monthly base pension the member
would receive if no election were made pursuant to this section.

3. When amember makesan election toreceivealump-sum distribution pursuant
to this section, the base pension which the member would have received in the absence of
the election shall bereduced on an actuarially equivalent basisto reflect the payment of
the lump-sum distribution and the reduced base pension shall be the member's base
pension thereafter for all purposesinrelationtobasepension amountspursuant to sections
86.370 to 86.497.

4. An election pursuant to this section to receive a lump-sum distribution and
reduced monthly base pension shall bevoid if the member diesbeforeretirement and all
amountsduetoasurviving spouseor other beneficiary of themember shall bedetermined
without regard to the election.

86.444. 1. Any member who retired prior to August 28, 2000, and any member
whose pension is payable pursuant to section 86.450 or 86.457 and who retired after
August 28, 2000, but prior to August 28, 2001, may receivein each year beginning August
29, 2002, in addition tothemember'sbasepension, an equalizing cost-of-living adj ustment
not to exceed an aggr egate of twenty-five per cent of the member'sbase pension, provided
theretirement system shall remain actuarially sound.

2. The equalizing cost-of-living adjustment provided by this section shall be an
increase computed each year on the base pension by theretirement board in an amount,
if any, that the board in its discretion determines to be satisfactory. The cumulative
aggr egateamount of equalizing cost of living adjustmentspur suant tothissection shall not
exceed twenty-five percent of the amount of the member's base pension.

3. In determining and granting the equalizing cost-of-living adjustments, the
retirement board shall adopt rules to effectuate this section, including the manner of
computation of the adjustments and their effective dates. The retirement board shall
annually determine the adjustments to be made and the date for granting such
adjustments. Theboard may apply theadjustmentsin full tomemberswhoretired during
theyear prior totheadjustmentsbut who havenot been retired for onefull year andtothe
surviving spouse or children of a member who died during the year prior to the
adjustments.

4. Equalizing cost-of-living adjustments pur suant to this section shall increasethe
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base pension of the recipient member, effective with the effective date of each increase
pursuant to this section, for all purposes pursuant to sections 86.370 to 86.497.

5. For the purposes of this section, theterm " member” shall include a surviving
spouse entitled to pension benefits from this retirement system and any children of the
member who areentitled toreceive part or all of the pension which would bereceived by
asurviving spouseif living. Theright to an equalizing cost of living adjustment pur suant
tothissection for asurviving spouseor children shall bedeter mined by ther etirement date
of the member through whose account the spouse'sor children'srightsare derived.

6. For purposesof thissection, theterm " base pension”, means.

(1) For amember whoretired prior to August 28, 2000, themember'sbase pension
as of August 28, 2000; or

(2) For a member whose pension is payable pursuant to section 86.450 or 86.457
and who retired after August 28, 2000, but prior to August 28, 2001, the member's base
pension as of August 28, 2001.

7. The determination of whether the retirement pension system will remain
actuarially sound shall be made at or before the time any equalizing cost-of-living
adjustment isgranted. If at any timethe retirement pension system becomes actuarially
unsound, pension payments shall continue as adjusted by the equalizing cost of living
adjustment increasesthat are granted. A member of theretirement board shall have no
personal liability for granting or declining the increases pursuant to this section if the
member in good faith relied and acted upon advice of a qualified actuary as to the
soundness of the retirement system.

86.447. 1. Upon receipt of the proper proofs of death of a member in service for any
reason whatever or of the death of amember after having been retired and pensioned, there shall
bepaid, inadditionto all other benefits but subject to subsection 7 of this section, thefollowing:

(1) If amember dieswhilein service, such member's surviving spouse, if any, shal be
paid abase pension equal to forty percent of the final compensation of such member, subject to
subsequent adjustments, if any, as provided in section 86.441,

(2) If a member retires or terminates service after August 28, 1999, and dies after
commencement of benefits pursuant to the provisionsof sections86.370t0 86.497, themember's
surviving spouse, if any, shall be paid abase pension equal to eighty percent of the pensionbeing
received by such member, including cost-of-living adjustments to such pension but excluding
supplementa retirement benefits, at the time of such member's death, subject to subsequent
adjustments, if any, as provided in section 86.441,

(3) If amember retired or terminated service on or before August 28, 1999, and died
after August 28, 1999, and after commencement of benefits, such member's surviving spouse
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shall upon application to the retirement board, be appointed and employed by the retirement
board as a special consultant on the problems of retirement, aging and other matters, and upon
reguest of the retirement board shall give opinions and be available to give opinions in writing
or orally in response to such requests, as may be required. For such services, the surviving
spouse shall, beginning the later of August 28, 1999, or the time of such appointment under this
subsection, be compensated i n such amount asshall makethe benefitsreceived by such surviving
spouse pursuant to this subsection equal to eighty percent of the pension being received by such
member, including cost-of-living adjustments to such pension but excluding supplemental
retirement benefits, at the time of such member's death, subject to subsequent adjustments, if
any, as provided in section 86.441,;

(4) Upon the death of any member who isin service after August 28, 2000, and who
either had at least twenty-five years of creditable service or wasretired or died asaresult of an
injury or illnessoccurring intheline of duty or course of employment pursuant to section 86.450,
the surviving spouse's benefit provided pursuant to this subsection, without including any
supplemental retirement benefits paid such surviving spouse by thisretirement system, shall not
be less than six hundred dollars per month. For any member who dies, retires or terminates
service on or before August 28, 2000, and who either had at |east twenty-five yearsof creditable
service or was retired or died as aresult of an injury or illness occurring in the line of duty or
course of employment pursuant to section 86.450, the surviving spouse shall upon application
to the retirement board be appointed by the retirement board as a special consultant on the
problems of retirement, aging and other matters, and upon request of the retirement board shall
give opinionsand be availableto give opinionsin writing or orally in response to such requests,
asmay berequired. For such services, the surviving spouse shall, beginning thelater of August
28, 2000, or the time the appointment is made pursuant to this subsection, be compensated in an
amount which without including supplemental retirement benefits provided by this system shall
benot lessthan six hundred dollarsmonthly. A pension benefit pursuant to thissubdivision shall
be paid in lieu of any base pension asincreased by cost-of-living adjustments granted pursuant
to section 86.441. The benefit pursuant to this subdivision shall not be subject to cost-of-living
adjustments, but shall be terminated and replaced by the base pension and cost-of-living
adjustments to which such spouse would otherwise be entitled at such time as the total base
pension and such adjustments exceed six hundred dollars monthly;

(5) Such member's child or children under the age of eighteen years at the time of the
member's decease shall be paid fifty dollars per month each, subject to adjustments, if any, as
provided in section 86.441, until he or she shall attain the age of eighteen years; however, each
such child who is or becomes a full-time student at an accredited educational institution shall
continue to receive payments hereunder for so long as such child shall remain such afull-time
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student or shall bein asummer or other vacation period scheduled by the institution with intent
by such child, demonstrated to the satisfaction of theretirement board, to return to such full-time
student statusupon the resumption of theinstitution'sclassesfoll owing such vacation period, but
in no event shall such payments be continued after such child shall attain the age of twenty-one
yearsexcept as hereinafter provided. Any child eighteen yearsof age or older, whois physically
or mentally incapacitated from wage earning, so long as such incapacity exists as certified by a
member of the medical board, shall be entitled to the same benefits as a child under the age of
eighteen;

(6) A funera benefit of one thousand dollars.

2. For the purposes of this section, "commencement of benefits’ shall begin, for any
benefit, at such time as all requirements have been met entitling the member to a payment of
such benefit at the next following payment date, disregarding advance notice periods required
by any paying agent for physical preparation of the payment, so that amember who dies between
the date all such requirements are met and the date when the system would have delivered such
member'sinitial payment shall be deemed to have commenced such benefit.

3. If there is no person qualified to receive a pension as a surviving spouse or if a
surviving spouse dies, the total amount which would bereceived by aqualified surviving spouse
or whichisbeing received by the surviving spouse at the date of death of such surviving spouse
shall be added to the amountsreceived by and shall be divided among the children under the age
of eighteen years and the incapacitated children in equal shares. As each child attains the age
of eighteen yearsor hassuchincapacity removed, thetotal of the surviving spouse'spension shall
then be added to and divided among the remaining children, and when there is only one child
under the age of eighteen years or incapacitated, whether such child is the sole surviving child
of the member or the youngest child of several children, the total amount of the surviving
spouse's pension shall be paid to the child until such child reaches the age of eighteen years or
such incapacity is removed.

4. (1) Thesurviving spouse of amember who retired or died prior to August 28, 1997,
shall not be entitled to receive benefits or the payment of a pension pursuant to sections 86.370
to 86.497 unless marriage to the member occurred at least two years before the member's
retirement or at least two years before the death of the member while in service; provided, that
no benefits shall be denied pursuant to this subsection to the surviving spouse of a member
whose death occurred in theline of duty or from an occupational disease arising out of and inthe
course of the member's employment.

(2) No surviving spouse of amember who retired or died while in service after August
28, 1997, and before August 28, 2000, shall be entitled to receive any benefits pursuant to this
section unless such spouse was married to the member at the time of the member'sretirement or
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death while in service.

(3) Any surviving spouse who would qualify for benefits pursuant to subdivision (1) or
(2) of this subsection and who has not remarried prior to August 28, 2000, but remarries
thereafter, shall upon application to the retirement board be appointed by the retirement board
asaspecia consultant on the problems of retirement, aging and other matters, and upon request
of theretirement board shall give opinions and be available to give opinionsin writing or orally
in response to such requests, as may berequired. For such services, such surviving spouse shall
be compensated in an amount equal to the benefits such spouse would have received pursuant
to sections 86.370 to 86.497 in the absence of such remarriage.

(4) No surviving spouse of a member who retires or dies in service after August 28,
2000, shall be entitled to receive any benefits pursuant to sections 86.370 to 86.497 unless such
spouse was married to the member at the time of the member's retirement or death in service.
Any surviving spouse who was married to such amember at the time of the member's retirement
or death in service shall be entitled to all benefits for surviving spouses pursuant to sections
86.370 to 86.497 for the life of such surviving spouse without regard to remarriage.

5. If no benefits are otherwise payable to a surviving spouse or child of a deceased
member, the member's accumul ated contributions, to any extent not fully paid to such member
prior to the member's death or to the surviving spouse or child of such member, shall be paidin
one lump sum to the member's named beneficiary or, if none, to the member's estate.

6. For purposes of this section, a determination of whether a child of a member is
physically or mentally incapacitated from wage earning so that the child is entitled to benefits
under this section shall be made at the time of the member's death. If a child becomes
incapacitated after the member's death, or if achild'sincapacity existing at the member's death
isremoved and such child later becomes incapacitated again, such child shall not be entitled to
benefits as an incapacitated child under the provisions of thissection. A child shall be deemed
incapacitated only for so long as the incapacity existing at the time of the member's death
continues.

7. Any beneficiary of benefits pursuant to sections[86.600 to 86.790] 86.370t0 86.497
who becomes the surviving spouse of more than one member shall be paid all benefits due a
surviving spouse of that member whose entitlements produce the largest surviving spouse
benefits for such beneficiary but shall not be paid surviving spouse benefits as the surviving
spouse of more than one member.

86.600. As used in sections 86.600 to 86.790, unless a different meaning is plainly
required by the context, the following words and phrases mean:

(1) "Accumulated contributions®, the sum of al amounts deducted from the
compensation of amember and paid to the retirement board, together with all amounts paid to
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the retirement board by amember or by amember's beneficiary for the purchase of prior service
credits or any other purpose permitted under sections 86.600 to 86.790 in all cases with interest
thereon at arate determined from time to time for such purpose by the retirement board;

(2) "Actuaria equivalent”, abenefit of equal value when computed upon the basis of the
mortality tables and interest rate as shall be adopted by the retirement board;

(3) "Appointingauthority", any person or group of persons having power by law to make
appointments to any position in the police departments of the cities;

(4) "Beneficiary", any person receiving a benefit from the retirement system as aresult
of the death of a member;

(5) "Compensation", thebasic wage or salary paid an employeefor any period, excluding
bonuses, overtime pay, expense allowance, and other extraordinary compensation; but not
withstanding the foregoing, compensation for any year for any member shall not exceed
the amount permitted to be taken into account under Section 401(a)(17) of the Internal
Revenue Code as applicable to such year;

(6) "Creditableservice", the period of serviceto whichan employee, aformer employee,
or amember is entitled, as prescribed by sections 86.600 to 86.790;

(7) "Employee", any regularly appointed civilian employee of the police departments of
the cities as specified in sections 86.600 to 86.790, who isnot eligibleto receive apension from
the police pension system;

(8) "Employer", the police boards of the cities as specified in sections 86.600 to 86.790;

(9) "Final compensation”, the average annual compensation of amember during his or
her serviceif less than two years, or the twenty-four months of his or her service for which he
or she received the highest salary whether consecutive or otherwise. In computing the average
annual compensation of a member under this subsection, no compensation attributable to any
time a member was suspended from service without pay shall be included. For any period of
time when a member is paid on a frequency other than monthly, the member's salary for such
period shall be deemed to be the monthly equivalent of the member's annua rate of
compensation for such period;

(20) "Internal Revenue Code", the United States Internal Revenue Code of 1986
as amended;

(11) "Medical board", the board of physicians chosen by the retirement board,;

[(11D)] (12) "Member", any member of the retirement system as provided by sections
86.600 to 86.790;

[(12)] (13) "Normal retirement", retirement from the service of the employer on or after
the normal retirement date;

[(13)] (14) "Operative date", the date this retirement system becomes operative;
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[(14)] (15) "Pension", the annual payments for life which shall be payable in equal
monthly installments to a member or his or her spouse;

[(15)] (16) "Retirement board", the persons appointed or elected to be members of the
retirement board for civilian employees of police departments of the cities;

[(16)] (17) "Retirement system", the retirement system of the civilian employees of the
cities as specified in sections 86.600 to 86.790;

[(17)] (18) "Surviving spouse”, the legaly married wife or husband of a member
surviving the member's death.

86.611. 1. Theretirement board shall administer thisretirement system in such
manner as to retain at all times qualified status under Section 401(a) of the Internal
Revenue Code and shall adopt aspolicy, which shall constitutea part of the system under
sections86.600t0 86.790, any provisionsthat may becomerequir ed tomaintain such status,
provided that:

(1) The board shall not adopt any policy that would impose an increase in the
contributionsrequired of the applicable city without the consent of the city; and

(2) Any policy adopted by the board in contravention of any provision in the
statutes shall remain valid only until the close of the next regular session of the general
assembly that convenes after the adoption of the policy unless the statutes are amended
during the session to adopt and incor por ate the policy within the statutes.

2. Theretirement board shall hold in trust the assets of thisretirement system for
the exclusive benefit of the membersand their beneficiariesand for defraying reasonable
administrative expenses of the system and no part of such assetsshall at any timeprior to
the satisfaction of all liabilities of membersand their beneficiariesbe used for or diverted
toany purposeother than theexclusivebenefit of themembersand their beneficiariesand
no part of the assets may be used for any purpose inconsistent with sections 86.600 to
86.790.

3. Amember'sbenefit shall beonehundred per cent vested and nonfor feitableupon
the member's attainment of normal retirement age, which shall bethe earlier of:

(1) The attaining of the age of sixty-five or the member's tenth anniversary of
employment, whichever islater;

(2) When thetotal sum of age and years of service equalsor exceeds eighty; or

(3) To the extent funded, upon the termination of the system established under
sections 86.600 to 86.790 or any partial termination that affects the member or any
complete discontinuance of contribution by the city to the system.

Amounts representing forfeited nonvested benefits of terminated members shall not be
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used toincrease benefitspayablefrom the system but may be used toreducecontributions
for futureplan years.

4. Distribution of benefitsshall begin not later than April first of theyear following
the calendar year when the member becomes seventy and one-half years of age and shall
otherwise conform to Section 401(a)(9) of the Internal Revenue Code.

5. A member or beneficiary of a member shall not accrue a service retirement
annuity, disability retirement annuity, death benefit whether death occursin the line of
duty or otherwise, or any other benefit under sections 86.600 to 86.790 in excess of the
benefit limitsapplicabletothefund under Section 415 of thelnternal Revenue Code. The
retirement board shall reduce the amount of any benefit that exceeds the limits of this
section by theamount of the excess. If thetotal benefitsunder thisretirement system and
the benefitsand contributionsto which any member isentitled under any other qualified
plan or plans maintained by the board of police commissioner sthat employsthe member
would otherwise exceed the applicable limits under Section 415 of the Internal Revenue
Code, the benefits the member would otherwise receive from this retirement system is
reduced to the extent necessary to enable the benefits to comply with Section 415 of the
Internal Revenue Code.

6. The total salary taken into account for any purpose for any member of this
retirement system shall not exceed two hundred thousand dollars per year, subject to
periodic adjustments in accordance with guidelines provided by the United States
Secretary of the Treasury and may not exceed such other limitsasmay beapplicableat any
given time under Section 401(a)(17) of the Internal Revenue Code.

7. If theamount of any benefit isdeter mined on thebasisof actuarial assumptions
that arenot specifically set forth for that purposein sections86.600t0 86.790, theactuarial
assumptions used ar e those earnings and mortality assumptions used on the date of the
determination by theretirement system'sactuary and approved by theretirement board.
Theactuarial assumptionsused at any particular time shall be attached asan addendum
toacopy of theretirement system maintained by theretirement boar d and shall betreated
for all purposes as part of sections 86.600 to 86.790. The actuarial assumptions may be
changed by theretirement system's actuary at any timeif the change is approved by the
retirement board, but a changein actuarial assumptions shall not result in any decrease
in benefits accrued as of the effective date of the change.

8. Any member or beneficiary whoisentitled toreceiveany distribution that isan
eigiblerollover distribution asdefined by Section 402(c)(4) of theInter nal Revenue Code
isentitled to havethat distribution transferred directly toanother eligibleretirement plan
of the member's or beneficiary's choice on providing direction to the secretary of this
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retirement system regarding that transfer in accordance with procedures established by
theretirement board. With respect to distributions made after December 31, 2001

(1) For the purposes of thissection, an eligibleretirement plan shall also mean an
annuity contract described in Section 403(b) of the Internal Revenue Code that is
maintained by a state, political subdivision of astate, or any agency or instrumentality of
a state or political subdivision of a state and which agrees to separately account for
amountstransferred intosuch plan fromthisretirement system. Thedefinition for eligible
retirement plan shall also apply in the case of a distribution to a surviving spouse or to a
spouse or former spouse who isthe alternate payee under a qualified domestic relations
order, asdefined in Section 414(p) of the Internal Revenue Code; and

(2) For thepurposes of this section, a portion of a distribution shall not fail to be
an eligiblerollover distribution merely becausethe portion consists of after-tax employee
contributions which are not includable in grossincome. However, such portion may be
paid only to an individual retirement account or annuity described in Section 408(a) or
408(b) of thelnternal Revenue Codeor to aqualified defined contribution plan described
in Section 401(a) or 403(a) of thelnternal Revenue Codethat agr eesto separ ately account
for amounts so transferred, including separately accounting for the portion of the
distribution that isincludablein grossincome and the portion of the distribution that is
not includable.

86.665. 1. Any member entitled to commence a pension pur suant to section 86.650
or 86.660 may elect an optional distribution under the partial lump-sum option plan
provided in this section if the member:

(1) Notifiestheretirement system in writing of the member's retirement date at
least ninety daysin advanceand requestsan explanation of the member'srights pur suant
to this section; and

(2) Notifiestheretirement system of themember'selection hereunder at least thirty
daysin advance of theretirement date.

Following receipt of an initial notice of a member's retirement date and request for an
explanation pursuant to this section, the retirement system shall, at least sixty daysin
advanceof theretirement date, providethemember awritten explanation of themember's
rights pursuant to thissection and of theamount by which the member'sregular monthly
base pension would bereduced in the event of the member'selection of any of the options
available to the member pursuant to this section.

2. A member entitled to make an election pursuant to this section may elect to
receive a lump-sum distribution with the member's initial monthly pension payment
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pursuant to section 86.650 or 86.660, subject to all thetermsof thissection. The member
may elect theamount of themember'slump-sum distribution from one, but not morethan
one of the following optionsfor which the member qualifies:

(1) A member with one or more years of creditable service after the member's
eligible retirement date may elect a lump-sum amount equal to twelve times the initial
monthly base pension the member would receiveif no election weremade pursuant tothis
section;

(2) A member with two or more years of creditable service after the member's
eligibleretirement datemay elect alump-sum amount equal totwenty-four timestheinitial
monthly base pension the member would receiveif no election were made pursuant tothis
section; or

(3) A member with three or more years of creditable service after the member's
eligibleretirement date may elect a lump-sum amount equal to thirty-six timestheinitial
monthly base pension themember would receiveif no election weremade pursuant tothis
section.

3. Asused in thissection, theterm " eligible retirement date", means the earliest
date on which the member could elect to retire and be entitled to receive a pension
pursuant to section 86.650 or 86.660

4. When amember makesan election to receivealump-sum distribution pur suant
tothissection, thebase pension that the member would havereceived in the absence of an
election shall bereduced on an actuarially equivalent basisto reflect the payment of the
lump-sum distribution and thereduced base pension shall be the member's base pension
thereafter for all purposesrelatingto base pension amountspur suant to sections86.600 to
86.790.

5. If amember electingalump-sumdistribution pursuant tothissection haselected
the optional annuity described in section 86.650, the calculation of the member's pension
shall be madein thefollowing order:

(1) Theamount of themember'snormal pension pur suant to section 86.650reduced
by any applicable reductionsrequired pursuant to section 86.660;

(2) The amount of the member's normal pension determined pursuant to
subdivision (1) of thissubsection reduced totheactuarially equivalent amount to produce
the optional form of annuity described in subsection 2 of section 86.650;

(3) Theamount of reduced pension as deter mined pursuant to subdivision (2) of
this subsection reduced as required to produce an actuarially equivalent benefit in the
form of thelump-sum distribution option elected pur suant to thissection and aremaining
monthly annuity to be paid to the member or paid to the surviving spouse of the member
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for thelifetimeof thespousewithout regard toremarriageon thebasisthat theannuity for
the member's spousg, if the spouse survivesthe member, shall be the same amount asthe
annuity paid to the member.

6. An election pursuant to this section to receive a lump-sum distribution and
reduced monthly base pension is void if the member dies before retirement, and the
amounts due to a surviving spouse or beneficiary of the deceased member shall be
determined without regard to the eection.

86.671. 1. Any [period] periodic payment, excluding payments for medical treatment,
which may be paid or payable by the cities pursuant to the provisions of any workers
compensation or similar law to amember or to the dependents of a member on account of any
disability or death shall be offset against any benefits payable to the recipient of the workers
compensation paymentsfrom funds provided by the cities pursuant to the provisions of sections
86.600 to 86.790 on account of the same disability or death. In no event, however, shall the
amount paid from funds pursuant to the provisions of sections 86.600 to 86.790 be less than the
amount which represents the member's percentage, as defined in subsection 4 of this section, of
total benefits payable pursuant to sections 86.600 to 86.790, before any offset for workers
compensation benefits.

2. Any lump sum amount, excluding payments for medical treatments, which may be
paid or payable by the cities pursuant to the provisions of any workers compensation or similar
law to amember or to the dependents of amember on account of any disability or death shall be
offset against any benefits payable from funds provided by the cities pursuant to the provisions
of sections 86.600 to 86.790 on account of the same disability or death. The amounts by which
each periodic payment made pursuant to the provisions of sections 86.600 to 86.790 is offset or
reduced shall be computed as the periodic amount necessary to amortize as an annuity over the
period of time represented by the respective workers compensation benefits the total amount of
the lump sum settlement received as a workers compensation benefit by a beneficiary of the
retirement system. Such computation shall be based upon the same interest rate and mortality
assumptions as used for the retirement system at the time of such computation. In no event,
however, shall the amount paid from funds pursuant to the provisions of sections 86.600 to
86.790 be less than the amount which represents the member's percentage, as defined in
subsection 4 of this section, of total benefits payable pursuant to sections 86.600 to 86.790,
before any offset for workers compensation benefits.

3. The retirement board shall adopt such rules and regulations as may be necessary to
effectuate the purposes of this section.

4. Asusedinthissection, theterm "member's percentage” shall bethefraction of which
the numerator is the percentage of compensation contributed by a working member to the
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retirement pension system pursuant to section 86.760 during the pay period immediately
preceding such member's death or disability which created entitlement to benefits and the
denominator is the sum of percentages of a member's compensation contributed by a working
member and the city pursuant to section 86.760 to the retirement pension system during such pay
period. Such percentage shall identify the portion of any benefits due pursuant to the provisions
of sections 86.600 to 86.790 which is deemed to have been provided by the member's own
contributions.

86.745. 1. Theretirement board may purchasewith retirement system assetsfrom
oneor moreinsurerslicensed to do businessin this state one or more insurance policies
that providefor reimbursement of thisretirement system and any trustee, member of the
retirement board, officer, or employee of the retirement system for liability imposed or
damages because of an alleged act, error, or omission committed in the trustee's, board
member's, officer's, or employee's capacity as a fiduciary, officer, or employee of the
retirement system and for costsand expenses, including attor ney feesincurred asatrustee,
board member, officer, or employee in defense of a claim for an alleged act, error, or
omission, aslong astheinsurance policy doesnot providefor reimbur sement of atrustee,
board member, officer, or employeefor liability imposed or expensesincurred because of
thetrustee's, board member's, officer's, or employee's per sonal dishonesty, fraud, lack of
good faith, or intentional failureto act prudently.

2. If theinsurance coverage described in subsection 1 of thissection isinsufficient
or isnot in effect, the retirement board may indemnify any person who was or is a party or is
threatened to be made aparty to any threatened, pending or compl eted action, suit or proceeding,
whether civil, criminal, administrative or investigative, by reason of the fact that heisor wasa
member of the retirement board, or isor was serving at the request of the retirement board in the
capacity which caused [his] the per son'srelationship to such action, suit or proceeding, against
expenses, including attorneys fees, judgments, finesand amounts paid in settlement actually and
reasonably incurred by [him] the per son in connection with such action, suit or proceeding, if
[he] the person acted in good faith and without willful malfeasance, and, with respect to any
criminal action or proceeding, had reasonable cause to believe [his] the relevant conduct was
lawful. The termination of any action, suit or proceeding by judgment, order, settlement,
conviction or upon a plea of nolo contendere or its equivalent, shall not, of itself, create a
presumption that the person did not act in good faith, or, with respect to any criminal action or
proceeding, that he did not have reasonable cause to believe that his conduct was lawful.

[2.] 3. To the extent that a member of the retirement board has been successful on the
merits or otherwise in defense of any action, suit or proceeding referred to in [subsection]
subsections 1 and 2 of this section, or in defense of any claim, issue or matter therein, [he] the



H.C.S. H.B. 1509 & 1510 20

30
31
32
33
34
35
36
37
38
39
40
41

SHEES

47

per son shall beindemnified against expenses, including attorneys fees, actually and reasonably
incurred [by him] in connection with the action, suit or proceeding that ar e not cover ed by the
insurance described in subsection 1 of this section.

[3.] 4. Any indemnification under [subsection 1 of] this section, unless ordered by a
court, shall be made by the retirement board only as authorized in each specific case upon a
determination that indemnification of [the member of the retirement board] any person
potentially entitled toindemnification hereunder isproper inthe circumstances because [ he]
the person has met the applicable standard of conduct set forth in this section. The
determination shall be made by the retirement board by a maority vote of a quorum consisting
of members of the retirement board who are not parties to the action, suit or proceeding, or if
such aquorum isnot obtainable, or evenif obtainable aquorum of disinterested members of the
retirement board so directs, by independent legal counsel (who may but need not be counsel to
the retirement system) in awritten opinion.

[4.] 5. Expensesincurred in defending acivil or criminal action, suit or proceeding may
be paid by the retirement board in advance of the final disposition of the action, suit or
proceeding as authorized by the retirement board in the specific case upon receipt of an
undertaking by or on behalf of the [ member of theretirement board] per son potentially entitled
toindemnification her eunder torepay suchamount unlessit shall ultimately be determined that
[he] theper son isentitled to beindemnified by theretirement board asauthorized in thissection.



